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. US and UK urge acceptance oi UN Mediator's plan-~-The Depart-
ment of State has instructed US representntives in Tel Aviv and
the Arab capitals to urge accepiance of Count Bernadotte's .
recommendations for ¥aiestine. 'The Department instrucis the 25X1 :
representatives that even tacugh acquiescence in the recommendas i
tions may be ail that ibe US can hope for, it would be a tagtical |
mistake to urge less than acceptance to the Near East comtries. |

US Ambassador Donglas in London transmits a meesage ;
sent by the UK Foreign Office to British representatives in the | i
Arab capitals strongly urging Arab acceptance of UN Mediator
Bernadotte’s recommendations for Palestine. The Forelgn
Office endorses the Mediator's proposal that Arab Palestine be i
incorporated in Transjordan because of the British view tkat a
Arab Palestine: (a) could not maintain itself as a separate state i
militarily, economically, or politically; (b) would be *‘a most |
uncomfortable neighbor’’ for the other Arab states because of .
o the irresponsible elements who adhere to the Mufti and who would |
- have prominent positions in the new state; and (c) would be so b
weak and inefficient that it would very shortly be subject to Jewish Eoi
penetration. The Foreign Office declares that existing British
guarantees to Iraq, Transjordan, and Egypt will be valid against , |
any unprovoked aggressiom by the Jewish state. : ; |

UN officials press demilitarization of Jerusalem--US ‘ f
Consu! General Macdonald in Jerusalem reports that Acting UN o
Mediator Bunche and the UN Truce Commission will attempt to
negotiate the demilitarization of Jerusalem as soon as possible,
on the ground that the conciliatory attitude displayed by Israeli
officials following the assassination of Count Bernadotte may
be only temporary. Macdonaid suggests that the Department of
State might find it helpful to express informally to the Israeli
representative in Washington its interest in the Jerusalem situ-
ation.
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2. GERMANY: Soviet mo'/s apainst Berlin leaders § od--U8 P¢lf-
tical Adviser Murphy hT&-MWe faay

t
thet recent Soviet propnganda attacking Berlin’s demoeratic
leaders as instigators of ““fascist’ violence meane that the UBER
will eithar: (a) arrest these leadsrs; or (b) defer thety arrest
while building up a Soviet ense before the UN, possibly aven
for demanding their exiradition from the western sectors nf the
city. Murphy believes that, although the immediate cmnenae
of such arrests would be acts of violence by Berlis’s Jation
rather than a weakening: of the city’s resistance, the loss ef
leaders might in the lone run cripple this resistance.

(CIA Comment: CIA believes that because of the Spviet
desire to weaken the Allled position in Berlin, the USSR will act
be deterred from forther acts of provocation by a regard fox
the Soviet position in the UN or the reaction of Berliners. CIA
believes, therefore, that the arrest of these leaders is a definite
possibility.)
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3. CHINA: Possgible collapse of new cmgggx-—vs Embassy Nam:ing
believes that China's new currency may " collapse with spdctaculaz

and explosive suddenness within the next month or two,” The Bm-
bassy reports that superficial price stability has been achibved

out that underlying inflatiomary forces have continued at wark

and no progress has been made in reducing the budget defigit.
The Embhassy cbserves that the rollability of the Government's
armies will be questionable if the currancy again becomes twworth-
less paper, ‘
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(CIA Comment: CIA believes that the National Govern-~
ment 18 headed for a new period of crisis brought on by increas-
ing economic difficulties and military reverses. In this new crisis,
the Government may finally disintegrate or, in a last effort to
survive, may seek a compromise settlement with the Communists
and accept any Soviet offer of mediation.)
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